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Marginal Analysis
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Example 8-1

Suppose that the average height of a basketball team is 185 cm. If
a new (marginal) member 210 cm tall joins, the average height of
the team increases. If the marginal member is exactly 185 cm

IRR



tall, the average height remains the same. If he is shorter than 185

cm, the average height declines.

13a s gaall yaalh Fia Al s 1€ G h Gl o3 paall oD o

¢ Liae| d_,_)n.]n.m_jlnqu té..j)m eliac d‘ﬁ‘&wuﬁﬁﬂaﬁbﬂ)ﬁm
Gl

Example 8-2
Find the marginal and the average functions for the following

total cost function and, evaluate them at Q = 3 and Q =5.
TC=3Q*+7Q+ 12
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MC = dTC/dQ = 6Q +7

AC=TC/Q=3Q+7 +Q/12

At Q=3,

MC=25 and AC=20
At Q=5,

MC =37 and AC=244
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Marginal Revenue and Profit
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Marginal revenue = MR = dR/dQ =21,000/2V Q

St tClaauall 3333 gb ol yes (i id Calaal aal of (Y-A) JS3 (e sl
a5 (B ) Ao dotaihl ddaii i g piuaall Ak (e 3ol 3 5 (Say
Gl_\:d\.lluudeLaﬂujlaLaﬁj(Y-A)dS_ﬁ:UJ.hA)\g}C..\)I\Lﬂn.uu_“
ol il 8 Ui gl o Braw LS5 o R ol ) s 8 3 g sall

(-1 &)
SIS Lo (Y-A) JSE ity
= 80 Cales)
FC= 100,000 L.E. / period
v =1000 L.E./unit (Variable cost) 5 _wsdall cadi<all

QQ = No. of units produced and sold/period.
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Z=R-TC (6-7)
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Quet =53 units & Qpey = 188 units.
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Marginal Profit = dZ/dQ = 10,500 /¥ Q - 1,000 =0

Q=110 units
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2.Use the MC =MR condition proved in Exercise 1 to find the
critical values at which profit will be maximized when

TC =0.1Q* - 5Q* -+ 220Q +800

TR = 400Q — 5Q*

Draw the profit variation versus Q.
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4. Find the marginal cost function for the following average cost
function
AC=1.5Q+5+50/Q.
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TC = Q3 — 39.5Q2 + 120Q + 125





